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PANAMA KEY ECONOMIC INDICATORS 


(All values in $ Millions except as noted) 


INCOME, PRODUCTION, EMPLOYMENT 


GDP at Current Prices 

GDP at Constant (1960) Prices 

Per Capita GDP, Current Prices ($) 

Industrial Production 

Bananas (million boxes exported) 

Crude Oil (million bbls. processed) 

Construction (value of Panama City 
permits issued) 

Unemployment Rate (2%) 


BANKING, PRICES 
Bank Credit Outstanding (12/31) 


Domestic 
Foreign 
Total Bank Deposits (12/31)* 
Demand, Demestic 
Demand, Foreign 
Time/Savings, Domestic 
Time/Savings, Foreign 
Wholesale Price Index (1961=100) 


Consumer Price Index (1962=100) 
FUNDED PUBLIC DEBT (Cent. Govt. Only) 
Total (12/31) 

Internal 

External 
Annual Debt Service 
External Debt Svc. as % of 


Current Revenues 


BALANCE OF PAYMENTS AND TRADE 
Balance of Payments 
Balance of Trade 
Exports, FOB 
U.S. Share (%)** 
Imports, FOB 
U.S. Share (%)** 
Gross Flows to Panama 
from Canal Zone*** 


E-Estimate; R-Revised; 
foreign inter-bank deposits; 
Zone; 
purchased, 


Notes: 


transfers. 


I-First Quarter; 


*kk*kWages paid Panamanians, 


Exchange Rate: US $1.00 
1 Balboa 
z 
1975 1976(E) Change 1977 
1,934.2 n.G. - 
1,137.2(R) 14.137 .6 0 
1,159.6 ee - 
951.0(R) 903.7 => 5.8 265 I 
Pte 28.9 6.2 
29.9(R) 20.4 -31.8 
48.3 36.8 -23.8 6.9 I 
6.4(R) 6.5 1.6 
5,986.5 6,370.9 6.4 6,655.4 
1,525.3 1,628.3 637 ~ 136875 
4,461.2 4,742.6 6.3 £4;5967..9 
1,827.7(R) 2,033.6 £i,.3 
216.1 228.1 5.6 182.0 
101.0(R) 128.9 270 
464.6(R) 497.6 Tae 510.1 
1,046.0 1,179.0 12.7 
220.3 226.7 7.8 23729 
156.5 162.2 ea 173.8 
710.3(R) 843.0 28.7 
282.9 332.8 17.6 
427.4 510.2 19.4 
64.8 93.6 44.4 
13.1(R) 18.4 40.4 
-130.4 -153.7(E) 17.9 
-473.1 -498.6(E) i 
328.6 256.2(E) -22.0 
7443 60.9 -15.0 
801.7 754:8(8) = 5.9 
27.0 2732 0.1 
233:1 243.2 -.3.9 


*Excludes domestic and 
*kIncludes Puerto Rico and Canal 
other goods and services 


Se 


ee 
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S UMMARY 


Economic activity is generally unchanged from a year ago. 
Uncertainty over a new Canal treaty and public sector aus- 
terity continue to depress the economy. New laws put into 
effect at yearend to both stimulate private investment and 
strengthen the government financial situation have increas 
ed revenues, but failed so far to change the private sec- 
tor's wait-and-see attitude. However, the agricultural 
outlook is improved, with the drought of the past 12 months 
broken in mid-May, and increased production for export ex- 
pected for bananas, beef, and fishing industry products. 
The construction industry remains in a slump, with local 
private sector credit holding at the level of early 1976. 
Nonetheless, foreign credit continues to flow into Panama 
as the financing and implementation of the GOP's ambitious 
investment program continue to progress, albeit at a some- 
what reduced pace. A bright spot in the economy is the 
steady rise, starting in 1976, in the number of foreign 
visitors to Panama and their expenditures. Prospects are 
good for further expansion of the tourist industry. 


Despite a generally sluggish economy, Panama continues to 
offer considerable potential for U.S. business in view of 
its billion dollar-plus market for imports and the govern 
ment's ambitious Five Year (1976-80) Economic Development 
Plan. 


PART A - CURRENT ECONOMIC SITUTATION AND TRENDS 


General economic conditions in Panama appear to have stabi- 
lized in recent months, although there is still considerable 
weakness in most sectors. First quarter indicators were lit 
tle changed from the depressed 1976 pace, when Gross Domes- 
tic Product (GDP) failed to increase in real terms above its 
1975 level. There is no evidence of revival in total invest 
ment, probably due in large measure to continuing uncertain- 
ty over a new Canal treaty and the effect of the GOP's cur- 
rently austere fiscal policy. Prices continue in the stable 
pattern of 1976. Value of exports is also holding near its 
1976 level, with higher volume of sugar exports offset by 
low world sugar prices. However, the 1976 total was some 
18% below 1975. 


The trend of Canal Zone contributions to the Panamanian 
economy continues to edge downward despite recent wage in- 
creases to Panamanians employed in the Zone. Canal tran- 
sits in 1976 declined from year earlier levels, but have 
shown some improvement so far this year. 
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Government Activities 


The GOP's ambitious investment program has slowed somewhat 
because of financial pressures. The program had been main 
tained during 1976 to provide an economic stimulant and to 
offset the low level of private investment, even though it 
required heavier borrowing than anticipated--mostly in short 
and medium term foreign commercial credit. It failed to 
stimulate investment but appears to have arrested further 
economic decline. However, growing financial pressures and 
persistent sluggishness in the economy led the GOP to enact 
a package of 26 laws at yearend designed to stimulate pri- 
vate investment and strengthen Panama's fiscal structure. 
Principal measures were labor code changes favorable to em- 
ployers and a 5% value-added tax on all merchandise trans- 
actions except food, medicine, and fuel. Other new laws to 
stimulate investment provided for extension of the present 
5 year real estate tax holiday to 10 years on construction 
begun within the next 16 months, accelerated depreciation 
on construction started in 1977 and 1978, and extension to 
10 years of benefits granted under existing investment in- 
centive agreements. A new reinsurance law and measures aim 
ed at encouraging tourism were enacted, and the negotiabil- 
ity of export tax credit certificates was improved. 


The GOP received a major assist from a new $100 million syn- 
dicated foreign commercial bank credit signed in late May. 
This loan, coupled with significant increases in revenues 
through the 5% tax and other lesser revenue measures, has 
strengthened the fiscal structure. However, public finances 
remain under pressure because of rising current operating 
needs and an increased debt service burden. Consequently, 
part of Panama's 1977 public investment program is being re- 
scheduled through deferrals and stretchouts. 


Agricultural Sector 


The drought which gripped the major agricultural areas of 
the country over the past 12 months was broken in May. The 
outlook for crops is thus much improved over last year when 
drought seriously reduced production; for example, the 1976- 
77 rice harvest, although somewhat larger than earlier ex- 
pected, was down 212 from the previous year. 


However, sugar cane was relatively unaffected. Production 
of raw sugar last year reached a record 157 thousand tons, 
and is forecast to increase to 200 thousand tons for the 
1976-77 grinding season. Meanwhile, international sugar 
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prices have remained well below the cost of much of Panama's 
production, a blow to Panama's plans for substantially in- 
creasing its export earnings through an expanded sugar in- 
dustry. La Victoria, the government-owned sugar company, 
inaugurated three new mills in early 1977: a 6,000 short 
ton (daily capacity) mill at Felipillo (Japanese built) 
near Panama City; a second of equal capacity at Alanje 
(U.S. built) in Chiriqui, Panama's westernmost province; 
and a third of 2,000 ton capacity at Las Cabras in the 
Azuero Peninsula. The mills experienced normal start-up 
problems and will not be operating at full capacity until 
at least next season. Servicing the debt for the three 
new mills, given current world prices for sugar and the 
already tight fiscal situation, poses serious problems for 
La Victoria and the Panamanian Government. 


Banana exports increased 6% in 1976 to 28.9 million boxes, 
with the industry estimating another 10% increase this year 
to about 32 million boxes. Coffee exports are relatively 
minor (30 thousand bags in 1976), but soaring world prices 
sharply increased 1976 export earnings to $3.2 million; in 
the first five months of 1977, earnings had already reached 
$2.6 million. Panama's annual beef allocation to the U.S. 
was doubled to 5 million pounds in 1977. This plus some 2 
million pounds sold annually to the Canal Zone constitute 
the bulk of Panama's beef exports. A new modern slaughter 
house and meat packing plant in the Azuero Peninsula, 
scheduled to begin operations at an early date, should 
augment the supply of meat for export. In addition to beef 
exports, Panama recently arranged to export 25,000 heifers 
to Venezuela. 


Fishing industry exports continue to increase (19% of total 
exports in 1976) with 1976 shrimp landings 7% over 1975. 
Significantly, landings of the more valuable white shrimp 
variety increased almost 25%. The industrial catch of fish 
for conversion to fishmeal and fishoil doubled. Panamanian 
seafood exports to the United States in 1976 increased 782% 
over 1975 due principally to higher shrimp prices, and ac- 
counted for 85% of Panama's total seafood exports. 


Construction 
Panama's construction industry remains depressed. The value 


of construction permits issued in 1976 (Panama City) declin- 
ed by 24% from the year before to $37 million, with no sign 
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of improvement so far this year. Relief through public 
sector low-cost housing construction cannot be expected in 
1977 in view of recent cutbacks in the GOP's 1977 invest- 
ment program. However, measures to stimulate private con- 
struction activity referred to previously should show some 
positive results this year, which would offset the delays 
in public investment. 


Banking and Finance 


Private sector utilization of local credit has continued 
essentially unchanged since early 1976. Credit is now 
easier to obtain than it has been in the last year or two. 
Private deposits are somewhat above last year's level as a 
result of fourth quarter i976 increases. 


The growing importance of Panama as a regional banking 
center was underscored by the April meeting of Panama's 
first Banking Convention, with over 200 participants from 
a score of countries. There are now 73 banks in Panama 
(21 in 1970) and assets exceed ten billion dollars. At 
least one new branch (Credit Lyonnais) is expected to be 
established this year, possibly others. While most banks 
are licensed for both domestic Panamanian and offshore op- 
erations, offshore investments account for over 90% of 
banking activity. Panama's banking laws provide a favor- 
able tax climate, free currency convertibility, and other 
advantages. 


Plans for a Latin America Export Bank which would provide 
refinancing of products of Latin American origin through 
purchase of bankers acceptances, etc., are nearing comple- 
tion. Latin American Central Banks, the IFC and many Lat- 
in American and international banks have reviewed and ap- 
proved the statutes and by-laws proposed for the new Bank. 
Its incorporation in Panama, with an initial capitalization 
of $100 million is expected in late 1977; it is planned 
that in five years it will be operating at a $400 million 
annual level. 


In addition, government officials hope that the new rein- 

surance legislation will help Panama become a regional re- 
insurance center, following the pattern set by the banking 
industry. 


Recent foreign credits to the Panamanian government include 
a $24 million loan from the IDB for tourism development, an 
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$8 million livestock loan from the World Bank, and another 
World Bank loan of $7.5 million for the modernization of 
fishing industry equipment. The IDB has committed $98 mil- 
lion to the financing of the $230 million La Fortuna Hydro- 
electric project. Other funding for this project involves 
a World Bank loan of $40 million and suppliers' credits of 
$20 million, with the government expected to finance the 
balance. The Government-owned power corporation, IRHE, 
also received a $25 million loan through an international 
bank consortium. Most importantly, a $100 million medium 
term credit syndicated through several private banks, both 
U.S. and other foreign, was signed in late May. Of this 
amount, $18 million is reportedly destined to refinance 
existing debt, and the balance is to go toward major develop 
ment projects including agriculture and cattle improvement, 
copper exploitation, electrification, and the new Tocumen 
airport outside Panama City. Also in May the Banco Exterior 
of Spain extended a $15 million credit line to Panama for 
purchase of goods of Spanish origin. AID has extended a 
$3.4 million housing guarantee for the low-cost cooperative 
housing project, El Nuevo Chorrillo. 


In addition to the foregoing, the IMF recently granted the 
government a standby credit of 11 million SDR's, in addition 
to 18 million SDRs provided under a compensatory financing 
arrangement in late 1976. 


Tourism 


Tourism is a current bright spot in the Panamanian economy. 
The number of foreign visitors to Panama increased last year 
by 8%, and their spending by 19%, over 1975. This trend has 
continued through the 1977 first quarter. One factor was 
the 19% increase in first class hotel rooms during 1976. 

The outlook is. promising since under the IDB $24.0 million 
tourism loan mentioned above, Panama now has the resources 
needed to complete the Convention Center and to restore 
selected historical sites in Panama City and Colon. 


PART B - IMPLICATIONS FOR THE UNITED STATES 

Billion Dollar Market 

As a result of its dollar-based and highly service-oriented 
economy, as well as liberal monetary and trade policies, 


Panama has emerged as an important regional center for fo- 
reign trade, international banking and transport. For the 
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past three years, Panama's import market, including that of 
the Colon Free Trade Zone, has exceeded the billion-dollar 
mark. Traditionally, the United States is Panama's most 
important trading partner, and supplies more than 40 per- 
cent of Panama's non-petroleum imports. Other significant 
trading partners are West Germany, Venezuela (petroleum), 
Japan, and the Central American countries. Panama's gross 
earnings from U.S. Government agencies in the Canal Zone, 
consisting primarily of salaries and net-income of non-U.S. 
citizen employees, direct sales of goods and services, and 
petroleum products are well over $200 million annually. 


Services Offered by the U.S. Department of Commerce 


Panamanian business practices are complex. Therefore, it 
behooves new-to-market companies to seek local representa- 
tives well versed in both the domestic market and Colon 

Free Trade Zone operations. Companies interested in public 
bidding participation are required by Panamanian law to have 
a Panamanian agent. The U.S. Department of Commerce and its 
district offices located in major cities offer varied types 
of foreign trade promotion services for American companies. 
Especially useful is the Department's Overseas Business Re- 
port “Marketing in Panama (OBR 76-29) July 1976" (50 cents 
per copy). 


Prospects Continue Good for U.S. Products & Services 


Despite Panama's present sluggish economy, the potential for 
U.S. business continues to be good, because of the country's 
heavy reliance on a large variety of imported consumer and 
capital goods. A promising outlet for U.S. goods is through 
the Free Trade Zone in Colon, whose volume of both exports 
and imports approximated $960 million in 1976, up from $467 
million in 1970. 


Panama's $2.7 billion Five-Year National Development Plan, 
ending December 1980, offers opportunities for a wide range 
of U.S. products and related services in the development of 
such sectors as minerals, fishing, agroindustries, hydro- 
electric and geothermal power, tourism, ports and highways, 
and low-cost housing. Noteworthy for possibilities of more 
U.S. contract work and machinery and equipment are the joint 
Government of Panama and U.S. private company projected ven- 
tures involving the $800-million Cerro Colorado copper de- 
posits in Chiriqui and the $40-million Puerto Armuelles Oil 
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Storage and Transhipment facility for the transport of sur- 
plus Alaska crude oil to America's Gulf and East coast re- 
fineries. Another source of further U.S. business prospects 
is the large number of public and private sector manufactur- 
ing schemes being undertaken by the country's National De- 
velopment Financial Institution (COFINA). 


Following are government sponsored projects, either in pro- 
gress or contemplated, offering potential business to U. S. 
trading, engineering and subcontracting enterprises: 


a. Projects Under Way 


Tocumen International Airport; tourism expansion (0ld 
Panama City improvements, International Convention 
Center); La Estrella - Los Valles Dam and Hydroelec- 
tric Generating Plant (Swedish venture); Colon Free 
Trade Zone expansion, low-cost housing, agriculture 
and livestock development, telecommunication improve 
ment and expansion, Inter-American Highway construc- 
tion, grain storage facilities, Calzada Larga Cement 
Plant (Danish venture); Chorrera-Tocumen Highway, 
rural health schemes. 


b. Projects Under Study or New Initiatives 


La Fortuna Dam and Hydroelectric Generating Plant 
(300 MW); Copper deposits: Cerro Colorado (U. S. 
venture); Cerro Petaquilla (Japanese), Cerro Cher 
che and Rio Pito; coal deposits in Tonosi; manganese 
deposits in Colon province (U.S. venture); offshore 
oil exploration; Darien gold deposits; Atlantic coast 
container port (Canadian); Vacamonte fishing port; 
plant for plywood, forestry* in Bayano area (Canadian); 
Bayano industrial park; African Palm Oil (Dutch ven- 
ture); Colon Water Supply and Purification system; 
and geothermal energy. 


The Government-sponsored National Finance Corporation 
(COFINA) has been publicizing the following specific 
wentures: 


* Companies specializing in forestry, especially reforest- 
ration, may wish to contact directly Ing. Irving Diaz, 
Director, Directorate General, Renewable Natural Resources, 
Ministry of Agriculture & Livestock (MIDA), Apartado 5390, 
Panama 5, R.P. 
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a. Under Preliminary Consideration 


Vegetable and fruit processing, including soybean oil 
and products, banana flour, cashews, pineapple, and 
vegetable dehydration, mangrove tree plantation; pro- 
cessing plants for tuna and shrimp remnants for nu- 
trition feed for livestock; production of salt, 
ethylene, caustic soda, ammonia, clorox, sulphuric 
acid, and hydrogen; garbage material processing, 
polyethylene plant; factory for pencils and flash 
light batteries; assembly of air conditioning units; 
shock absorbers and bicycles. 


b. Under Feasibility Study 


Transportation terminal; plants for dairy products; 
shrimp farm (Ralston Purina); pulp and paper; oil 
from rice bran; processed meat; fish nets; refine- 
ment of used oil; foundry; study of aerial and in- 
ternational passenger transportation. 


c. Under Evaluation 


Plants for hydrated lime, rum, and African palm oil. 


d. Evaluated Projects Pending Decision or Negotiations 
for Financing 


Holiday Inn at Tocumen International Airport, hotel 
near International Convention Center, and glass con- 
tainer factory. 


For further information, communicate directly with Dr. 
Eduardo Tejeiras, General Manager, COFINA, Apartado 
6-2191 - El Dorado, Panama, R. P. telephone: 64-6573. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 








LOOKING FOR A GOOD 


market 
research 
Oo) 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce’s Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Departments participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 


will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 





